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The report of the Commission on Foreign Economic 
Policy, which was appointed under Sections 301-309 of 
the Trade Agreements Extension Act of 1953 (see this 
News Survey, Vol. VI, p. 72), was transmitted by its 
Chairman, Mr. C. B. Randall, to the President of the 
United States, the President of the Senate, and the 
Speaker of the House of Representatives on January 23, 
1954. The report begins with a discussion of the post- 
war dollar problem, and then, in order, Foreign Aid and 
Technical Assistance, U.S. Foreign Investment, Problems 
of Agriculture and Raw Materials, U.S. Dependence on 
Imported Materials, Tariff and Trade Policy, Adjustment 
to Increased Imports, Labor Standards in International 
Competition, Related Problems of Trade Adjustment 
(East-West Trade, Merchant Marine, and Tourism), and 
Currency Convertibility. 

In the section on Currency Convertibility, to which 
no statements by individual members of the Commission 
were attached, the Commission rejects the view that the 
restoration of convertibility is now mainly a matter of 
curbing inflation abroad and maintains instead that, 
while the curbing of inflation and the fixing of appro- 
priate exchange rates are essential for convertibility, em- 
phasis also has to be laid upon the structural, longer-run 
nature of many of the war-induced distortions in produc- 
tion and trade, and upon even deeper seated changes 
already apparent before the war. 

The Commission recognizes that there is an important 
difference between establishing outright convertibility of 
currencies and taking gradual and prudent steps in that 
direction. It also believes that the general economic 
conditions prerequisite to currency convertibility are 
more nearly in prospect today than at any previous time 
since the war. The decisions, the methods, the timetable, 
and the responsibility for introducing currency converti- 
bility should rest on the countries concerned. They must, 
however. examine currency convertibility in the light of 
the policies pursued by other countries, particularly the 
United States; and the Commission believes that the 
recommendations in other sections of its report, if carried 
out, would encourage and assist foreign countries in re- 
moving restrictions on trade and payments as rapidly as 
prudence permits. 

The Commission would deplore a merely formal con- 
vertibility maintained through trade restrictions. It be- 
lieves that the removal of restrictions upon payment and 


upon trade should go hand in hand. It favors gradual 
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believes that thé serewHed-iteemmadity convdrtibility” 
whereby, for example, nonresident holders of current 
account sterling might be permitted increasingly to use 
their balances to buy dollar goods as the great com- 
modity markets in Great Britain are reopened may have 
important advantages from the standpoint of effective 
control, compared with more general convertibility of 
sterling balances. 

The Commission does not favor a “dash” for converti- 
biiity, or letting the currency “find its own level”, since 
such a method presents the danger of a vicious circle 
of inflation, and would require larger reserves than may 
be available to prevent currency depreciation from getting 
out of hand. It is, however, sympathetic to the concept 
of a “floating rate”, which provides alternative methods 
of meeting trade and speculative pressures. Whether a 
country is strong enough, externally and internally, to 
administer such a system effectively involves a judgment 
which only the country in question could itself responsibly 
make. 

The Commission emphasizes the view that a strong 
internal economy, willing and able to control its money 
supply and its budget as safeguards against inflation, 
sufficiently mobile to make the best use of its resources, 
and able and willing to save in order to increase its pro- 
ductivity and improve its competitive position in world 
markets. is a prerequisite to convertibility, and that the 
attainment over time of these conditions should be the 
guide as to how rapidly full convertibility could safely 
be approached. 

The Commission states that the European Payments 
Union, by its own testimony. has always been regarded 
as a temporary mechanism with limited objectives. It 
has. however, achieved an impressive measure of success. 
It has shown that freeing trade and freeing payment go 
hand in hand, and the Commission feels that it should 
not sponsor any measures that might wreck the Union 
before there is something better to put in its place. 

“Last and most important is the question of adequacy 
of reserves.” Sterling is a key currency, i.e.. a currency 
used to finance the trade of third countries. Even now 
sterling finances about 40 per cent of total world trade, 
and if made convertible it would be exposed to trade, 
financial. and speculative pressures to a far greater extent 
than any other European currency. This is indeed why, 
in proper circumstances, the Commission wants sterling 
to become convertible, in the interests of freer trade and 


To the 
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extent that some other major trading countries might 
be able to make their currencies convertible simultane- 
ously with sterling, the pressure might be eased. To re- 
store full confidence ‘in sterling, however, Great Britain’s 
reserves must be strengthened. 

The Commission’s view is that for the purposes of a 
gradual and controlled approach to full convertibility 
(except for special safeguards against capital transfers 
and the control of previously accumulated balances) ade- 
quate reserves could be found through a much more 
active utilization than heretofore of the International 
Monetary Fund’s holdings of gold and convertible cur- 
rencies, which now amount to $3.3 billion. The Com- 


mission favors any reasonable relaxations by the Fund 
that might be required, such as a relaxation of the time 
schedule for utilization of quotas and the provision for 
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maintaining fixed parities. 

As a second means of strengthening foreign reserves, 
the Commission recommends that the Federal Reserve 
System explore with foreign central banks the possibilities 
of stand-by credits or line of credit arrangements. There 
is ample precedent for such arrangements in the inter- 
war period; and the Commission believes that this method 
is superior to any other which might be devised to pro- 
vide for additional possible calls on dollars, both because 
it would avoid an increase in the public debt and because 
it could be handled more flexibly and informally, and 
therefore more effectively, than a formal grant of credit 
by the U.S. Treasury. 

Source: Commission on Foreign Economic Policy, Report 
to the President and the Congress, Washington, 
D.C., January 23, 1954. 


Trade Unions and Full Employment 


A recent Swedish Federation of Trade Unions report 
on “Trade Unions and Full Employment” analyzes the 
function of trade unions in a situation where it is govern- 
ment policy to maintain “full employment”. Experience 
in Sweden and elsewhere has shown that full employment 
tends to create a number of disturbing phenomena in 
the labor market: excessive labor turnover, increased 
absenteeism, etc. A rising rate of employment may thus 
result in a progressively declining rate of improvement in 
productivity. The “full employment” that should be 
regarded as the goal under normal conditions may be 
defined as the optimal rate of employment from the view- 
point of production. Labor must stick to its program 
of full employment, while doing its best to limit whatever 
negative influences it may have on productivity. 

The Swedish trade unions are not prepared simply to 
exercise “responsibility” and “restraint” in their wage 
policy in a full employment economy, though they are 
well aware that full employment might create inflationary 
pressures resulting in a destructive wage-price spiral. 
Even if for a considerable period of time labor could 
keep the lead in this race—at the expense of other groups 
—everybody would lose in the long run because of the 
resulting disorganization and difficulties in meeting inter- 
national competition. Neither union “self-restraint” car- 
ried to the point of self-effacement nor government regu- 
lation of wages would be a realistic long-range solution 
of this dilemma. ‘The answer lies rather in the economic 
policy methods used by the government to achieve and 
maintain full employment. If, as during the postwar 
years, full employment is attained simply by a high 
demand for labor from private enterprise throughout the 
whole economy, this will lead to’a “wage slide” in many 
branches of industry with wages increasing more rapidly 
than is provided for in the collective agreements. The 
resulting disruption of the wage structure will provoke 
inflationary wage demands, groups which lead in the wage 


drift being inclined to think that employers are able 
to pay even higher wages without much difficulty and the 
lagging groups wanting to keep up with their colleagues. 
Sooner or later under these psychological forces any 
wage agreement will break down. 

The report concludes that, in order to restrain the 
high profit expectations which create the competition 
for labor and the resulting wage drift, effective demand 
has to be limited by monetary or fiscal measures. How- 
ever, employment difficulties are then likely to arise in 
some private industries, unless the government intervenes 
and creates a demand for labor. Any such employment- 
creating measures should not involve a general and un- 
directed increase of effective demand: this would again 
expand profit margins and thus provoke an inflationary 
wage development. 

The report therefore recommends a much more vigor- 
ous labor market policy as a complement to general 
(preferably fiscal) measures to keep effective demand 
below inflationary levels. By means of economic incen- 
tives, selectively applied, a democratic society should be 
able to attain results equal to those achieved by dictators 
through force, i.e., a labor market where supply of and 
demand for labor adapt themselves very quickly to each 
other. The report maintains, however, that changing 
wage differentials, the orthodox instrument for this pur- 
pose, cannot be used very effectively. If wage differen- 
tials are permitted to increase, inflationary pressures maj 
be created by an increase in effective demand. Workers 
should rather be encouraged and helped to move from 
industries or regions with a decreasing demand for labor 
to areas where demand is increasing. At the same time, 
the location of new industries in regions with an over- 
supply of labor should be stimulated. Government bulk 
buying from industries in such regions and other similar 
measures may also be considered. The financing of any 
such step should not be permitted to raise the general 
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level of purchasing power more than is necessary to 
ensure the marketing of the increased production. 

The policy of restricting demand by general fiscal or. 
monetary methods, combined with incentives of a local 
nature, is suggested in contrast to the common postwar 
policy of general stimulus by monetary measures, coupled 
with restrictive controls by detailed government inter- 
vention. Administrative measures to combat inflation— 
such as price control, wage control, investment control, 
and exchange control—are of an awkward, negative type, 
always forbidding people to do what they want to do. In 
the longer run they cannot be successful, and they are, 
therefore, of a distorting and self-destructive nature. 
However, the report considers it necessary to retain price 
control on monopoly products. 


This type of noninflationary full employment policy 
would make possible a certain degree of internal self- 
discipline by the trade union movement. The central 
authority of the Confederation of Trade Unions should 
discourage demands that would increase wage differences 
between workers performing work requiring similar 






physical efforts and mental qualifications, and at the same 
time take a favorable view of wage differentials based on 
differences in skill and ability. 

The strong financial and moral powers which the 
Swedish trade unions have for enforcing a united wage 
policy, aimed primarily at improving the position of the 
lowest paid workers, should be used with caution. Pre- 
viously, wage differences within industry were so great 
that virtually every reduction of wage differentials could 
be regarded as reasonable and justified; the equalization 
of wages during and after the war has now reduced the 
demand for further reductions of differentials. The gov- 
ernment, without abandoning the goal of full employment 
or asking the unions to exercise an intolerable degree 
of self-restraint in the face of high profits, should create 
an environment in which only such wage increases will 
be achieved as will, in the long run, result in a continued 
improvement in real wages. 


Source: The American-Swedish News Exchange, Inc., 
Business News Letter from Sweden, New York, 


N.Y., January 18, 1954. 





Europe 
EPU Settlements for December 1953 

Germany appeared again in the EPU settlement opera- 
tions for December 1953 as the country with the largest 
surplus, 72.2 million units (1 unit of account = US$1). 
This surplus, which was almost double that of November, 
was settled half in gald and half through the extension 
of credit (see this News Survey, Vol. V1, pp. 207 and 
225). A surplus was recorded for Belgium (14.7 million 
units) for the third month in succession. December 
surpluses or deficits also include the semiannual interest 
on the cumulative creditor or debtor positions of EPU 
members, so that 3.7 million on account of interest is 
included in the Belgian surplus of 14.7 million. Austria 
had a surplus of 7.8 million units, against 4.1 million 
units in the previous month. This brought Austria’s 
cumulative accounting surplus to 96.1 million units, i.e., 
1.1 million units above its quota (70 million units) plus 
a rallonge of 25 million units. In accordance with a 
special provisional arrangement, this excess surplus was 
settled through the extension of credit by Austria pending 
an examination of its payments position, while the surplus 
falling within the rallonge was settled half in gold and 
half by credit. Other countries with surpluses were 
Sweden (7.1 million units), Switzerland (2.3 million 
units). Portugal (1.7 million units), and Greece (0.9 
million units). 

France had a deficit of 33.3 million units, which was 
much higher than that of the previous month (9.7 million 
units): it was settled fully in gold. The United Kingdom 
had a deficit of 8.5 million units, in contrast with a 
surplus of 9.0 million units in November. Deficits were 
recorded also iby Italy (28.2 million units), Norway (15.1 





million units), Turkey (13.4 million units), Denmark 
(6.1 million units), the Netherlands (0.8 million units), 
and Iceland (0.2 million units). 

Sources: Neue Ziircher Zeitung, Ziirich, Switzerland, Jan- 
uary 9, 1954; Organization for European Eco- 
nomic Cooperation, Press 
France, January 15, 1954. 


Release, Paris, 


U.K. Overseas Trade in 1953 


The following table based on final figures for December 
1953 issued by the Board of Trade shows the recent 
movements in U.K. overseas trade: 


Dec. Nov. Total Total 
1953 1953 1953 1952 
(£ million) 
Imports, c.i.f. 281.6 272.2 3,344.9 3,479.0 
Exports and re-exports, 
f.o.b. 232.2 248.9 2,687.4 2,725.8 


Visible adverse balance 49.4 23.3 657.5 753.2 


In value terms, the visible adverse balance, despite a 
£39 million fall in re-exports, was some £95 million less 
than in 1952 and, even after allowing for revised parcel 
post values, about £511 million less than in 1951. The 
volume of exports reached a new postwar peak in the 
closing months of the year, while for the year as a whole 
the great reduction in import prices, combined with 
steady export prices, enabled the United Kingdom to 
import a much greater volume than in 1952, and almost 
as much as in 1951, at a much lower cost. The volume 
of imported raw materials is estimated to have risen by 
one-tenth between 1952 and 1953, to a level higher than 
the previous postwar record in 1951, but their value was 
25 per cent less in 1953 than in 1951. 

The Board of Trade finds the 14 per cent increase in 
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exports to the dollar area to be one of the most encour- 
aging features of U.K. trade in 1953; for the first time, 
these exports totaled well over $1,000 million. Dollar 
imports declined by 12 per cent in 1953, some increases 
in food. drink, and tobacco being heavily outweighed by 
decreases in raw materials (mainly timber and raw cot- 
ton) and manufactures. Excluding the import of £35 mil- 
lion of aircraft as a gift from Canada, the U.K. trade 
deficit with the dollar area fell from £344 million in 
1952 to £196 million in 1953. 

The pattern of recovery in U.K. exports in 1953 was 
helped by the relaxation of many sterling import restric- 
tions. While exports of electrical goods and machinery 
were less in the second half of 1953 than in the corre- 
sponding period of 1952, they were nearly 9 per cent 
greater than in 1951. Shipments of cutlery and of 
vehicles, both higher in the second half of 1953 than in 
the two previous six-month periods, remained slightly 
below 1951 levels, despite greatly increased exports of 
aircraft. Textile shipments, though 16 per cent higher 
in July-December 1953 than in the same period in 1952, 
were still 25 per cent below the 1951 rate. 

The substantial increase of imports of textile raw 
materials in 1953 over 1952 was related to the rising rate 
of textile production in 1953; these imports, however, 
were much less than in 1951. Increased requirements 
for rising production were evident also in higher imports 
of iron ore, manganese, and timber (especially softwood). 
As a result of a decline in re-exports, imports of raw 
rubber, however, were greatly reduced in 1953. The vol- 
ume of food imports rose more than that of raw materials, 
while their prices declined less; the largest rise in the 
food category was that of meat. 

Source: The Financial Times, London, England, Janu- 
ary 21, 1954. 


Netherlands Repayments of Foreign Debt 

A recently concluded agreement between the United 
Kingdom and the Netherlands provides for the redemp- 
tion before the due date of part of the Netherlands war- 
time debt to the United Kingdom. On January 15, 1954 
the Netherlands Government redeemed £13.5 million 
($37.8 million), being the amount of annual repayments 
scheduled for the years 1955-60, inclusive. 

The original amount of the wartime debt, on which a 
settlement was reached in March 1948, was £45 million, 
carrying interest at 0.5 per cent. Regular repayments 
in 1949-53 reduced this amount to £34 million. The 
redemption of £13.5 million in January was effected at 
a discount of 1.5 per cent per annum. 

Last August the Netherlands concluded a similar agree- 
ment for the redemption of the whole of the 2.5 per cent 
Belgian loan of Bfr 1.9 billion ($38 million), which was 
originally scheduled to be redeemed in the period 1956-81. 
Five monthly repayments of Bfr 248.4 million ($5 mil- 
lion) have been effected in September 1953-January 1954, 





and the residue of Bfr 658 million ($13 million) is to be 
repaid in June 1954. 
Both these repayments have been settled through the 
European Payments Union. 
Source: A.N.P-Aneta News Bulletin, New York, N.Y., 
January 15, 1954. 


Netherlands Government 3'/, Per Cent Loan 

The Netherlands Government offered for public sub- 
scription on January 28 a 300 million guilder 3.25 per 
cent loan at the rate of 99 per cent. The loan will be 
redeemed at par in 40 equal annual installments, starting 
in 1955. The effective interest rate is calculated at 3.35 
per cent. The Government had previously floated long- 
term loans in August 1953, when two 3.5 per cent 30-year 
loans. totaling 540 million guilders, were issued at par. 

The Government’s total borrowing requirements for 
1954 are officially estimated at 700-800 million guilders. 
If the regular debt amortizations are deducted from this 
amount, it appears that the capital market will have to 
meet a net demand of about 500 million guilders on 
Central Government account. The corresponding net 
capital requirements of the municipalities will be about 
600 million guilders. The annual net savings of institu- 
tional investors are estimated at 800 million guilders. In 
addition, there are net savings in savings banks, estimated 
at 200 million guilders, and amounts offered on long term 
by private individual investors, enterprises, and, possibly, 
nonresidents. It is therefore expected that public capital 
requirements will be covered without difficulty in 1954, 
providing there is no substantial increase in private 
capital requirements to be financed through the capital 
market. In 1953 total capital issues amounted to 875 mil- 
lion guilders. of which only 69 million guilders was on 
account of private enterprises. 


Source: De Twentsche Bank N.V., Weekbericht, Amster- 
dam. Netherlands, January 22, 1954. 


Regulation of Norwegian Interest Rates 


The Rate of Interest Limitation Act, which became 
effective on December 15, 1953, replaces a series of emer- 
gency and temporary measures for the regulation of 
interest rates in Norway which have been in force since 
May 1940 (see this News Survey, Vol. V, p. 342). Nor- 
wegian joint stock banks and savings banks, life and 
property insurance companies, and credit and mortgage 
associations will be required to submit reporis to the 
Norges Bank on the rates of interest and commission 
which they apply in their borrowing and lending activi- 
ties. Regulations may be issued by the King governing 
the maximum interest and commission that may be 
charged for lending money, or requiring that no changes 
shall be made in interest and commission rates without 
the consent of the Norges Bank, but before any such 
regulations are issued, the Norges Bank, the State In- 
spectorate of Banks and Savings Banks, and the Insur- 
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ance Council shall have an opportunity to be heard. Any 
wilful or negligent violation of any directions given in 
accordance with the Act is punishable by fine or imprison- 
ment for not more than three months. 

Source: Norges Bank, Bulletin, Oslo, Norway, January 7, 
1954. 








Economic Conditions in Finland 

The economic survey of the Finnish Ministry of Fi- 
nance for the last quarter of 1953 shows that with the 
improvements in export prices the predictions made last 
fall were incorrect. Exports of goods and services during 
1953 amounted to about Fmk 132 billion, and exceeded 
imports by more than Fmk 10 billion. Production in 
export industries was 3 per cent greater than in 1952. 
\f the present export price level is maintained, exports 
in 1954 are estimated to exceed Fmk 140 billion, as a 
result partly of increased volume and partly of higher 
prices. Import prices are now 5 per cent lower than the 
average of last year, so that the terms of trade have 
improved by about 10 per cent. 

Increased exports have stimulated all other fields of 
economic activity. Real national income in 1953 was 
the same as in 1952, but because prices have fallen by 
2 per cent, national income in money terms is down by 
Fmk 10 billion to about Fmk 600 billion. The cash 
deficit in State finances in 1953 was about Fmk 3 billion. 
In the metal-working industry, production in 1954 will 
be about the same as last year. 

























Investment activity 
During the last quarter 
of 1953, the number of building permits granted was 
one-third more than in the fourth quarter of 1952. The 
imported raw material situation in industry also has 
greatly improved. 

Total log cutting during the 1953-54 season will exceed 
30 million cubic meters, which is more than in the 
This increase has slightly increased 
stumpage prices, which in December were 10 per cent 
higher than in August. 





has also increased considerably. 











previous season. 






The increase in unemployment 
has slowed down, and unemployment will not reach last 
year’s peak figure of 70,000. 

The Government has taken various decontrolling and 
derationing measures, which, however, have not raised 
the price level. 


















The wholesale price index is the same 
as in May-June 1951, and the cost of living index is only 
2 per cent higher than in October 1950. 

Source: Helsingin Sanomat, Helsinki, Finland, Janu- 


ary 20, 1954. 


Middle East 
Honetary Conditions in Syria 

At a meeting of the Syrian Money and Credit Council, 
‘stablished in accordance with the Syrian Monetary Law 
of 1953, it was noted that the note issue on December 
$1, 1953 amounted to LS 277 million, with a gold and 
foreign exchange cover of LS 97.9 million at the official 


































































exchange rate or LS 156.7 million at the free market 
rate, which is equivalent to 56.6 per cent of the note 
issue. On the same date, 79 per cent of this cover was 
in gold and foreign exchange convertible into gold (main- 
ly U.S. dollars and Swiss francs). During 1953, the gold 
and foreign exchange cover increased by 51.8 per cent, 
and at the end of the year stood at the highest figure 
since 1948. These improvements were realized despite 
the settlement of a debt of LS 44.6 million to Lebanon 
in foreign exchange and the discharge of a repurchase 
obligation to the International Monetary Fund amounting 
to US$1.5 million. 

The Council also noted the progress made during 1952 
and 1953 in stabilizing the exchange value of the Syrian 
pound in terms of the U.S. dollar and the Swiss franc. 
While the average rate in terms of the U.S. dollar had 
fluctuated between LS 3.52 and LS 4.00 in 1950, between 
LS 3.50 and LS 3.83 in 1951, and between LS 3.55 and 
LS 3.89 in 1952, fluctuations in 1953 were within a nar- 
months of the 
LS 3.575. 

The establishment in Syria of an organized free market 
for foreign exchange and the realization of monetary 
equilibrium adequate for the needs of the Syrian economy 
were also noted by the Council. 


year the rate has been stabilized at 


Source: The Syrian Council on Money and Credit, Press 
Release, Damascus, Syria, January 5, 1954. 


Cheap Sterling Transactions in Lebanon 

The development is reported of a:market in Beirut in 
nontransferable sterling at a rate of about $2.64-2.69 
per £1. Beirut is the natural port for a large part of 
the trade of the Middle East, including trade with Syria, 
Israel, and Egypt, which are not sterling countries, and 
importers in Lebanon have been serving their own market 
and the markets of other non-sterling countries with 
British textiles, sugar, and other goods bought with cheap 
sterling. Goods have been consigned to sterling area 
destinations “via Beirut”, and the destinations have been - 
altered after landing. 

As from February 1, the U.K. Treasury will require all 
exporters consigning goods through Lebanon to sterling 
area destinations to supply an extra copy of the shipping 
documents or specifications marked “for exchange control 
purposes only”. If there are doubts about the ultimate 
destination of exports, it may require exporters to pro- 
duce evidence that the declared destination is the true one. 
Source: The Economist, London, England, January 16, 


1954. 
Sulphur Output in Iraq 


The Iraqi Cabinet has approved an agreement between 
the Iraqi Government and the Texas Gulf Sulphur Com- 
pany to exploit the potentially rich Iraqi sulphur re- 
sources. This agreement, which is for 50 years, will 





permit the company to explore the entire country north 
of the thirty-third parallel. After 20 years the company 
will be left with a maximum of 1,000 square kilometers. 
Although the Government’s share in the net profits of the 
company is fixed at 50 per cent, the Government reserves 
the right to claim a higher share if any other company 
exploiting sulphur resources pays a higher rate of profit. 
If sulphur is found in the hoped for quantities, Iraq will 
become an important dollar earner within the sterling 
area. At the same time, the sterling area will have an 
important non-dollar source of a vital material, which, at 
present, must be bought from the United States. 
Production in commercial quantities is not expected for 
at least three years; when the scheme gets under way, 
however, Iraq will become a major source of supply, 
especially in view of the probable dwindling of resources 
in the United States. About two years ago, the chief 
executive of the Sulphur Exploration Syndicate (of the 
United Kingdom) estimated that £20.5 million would be 
needed to install a plant at Kirkuk, where between 80,000 
and 100,000 tons of sulphur might well be produced 
annually. In addition to sulphur, a plant at Kirkuk would 
produce sulphate of ammonia, carbon black, and—from 
the deposit—a certain amount of cement. The sulphate 
of ammonia would be invaluable to Iraq as a fertilizer. 
Although Kirkuk is potentially the most important source, 
the possibility of sulphur sources north of Kirkuk and 
south of the thirty-third parallel is not precluded. 
Sources: The Egyptian Gazette, Cairo, Egypt, Decem- 
ber 9 and 14, 1953; Al-Zaman, Baghdad, Iraq, 
December 29, 1953. 


European Credits to Iran 

The French Government has granted a credit of 5 bil- 
lion francs to the Iranian Government for economic 
development. The credit is to be used to purchase ma- 
chinery and equipment from French manufacturers. Pay- 
ment for the equipment is to be made five years after 
the date of its delivery to Iran. 

The representatives of 11 major West German concerns 
have also agreed to a similar credit to the Iranian Gov- 
ernment, which will permit it, within a five-year period, 
to pay for machinery and equipment purchased in West 
Germany up to a total value of $60 million. According 
to the terms of the agreement, 5 per cent of the cost will 
be paid each year for three years, the remaining 85 per 
cent to be paid during the last two years. It is expected 
that by the end of three years the investment projects 
will be in full operation which would then make it pos- 
sible for the Government to pay the outstanding balance 
in full within two years, without imposing an undue strain 
on the nation’s economy. 

Source: Keyhan, Teheran, Iran, November 8, 1953. 


Far East 
Taiwan's Copper Exports to Japan 


Taiwan provincial foreign trade authorities have ap- 
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proved the export to Japan of 1,500 metric tons of dressed 
copper ore and cement copper for refining and smelting. 
Gold, silver, and electrolytic copper derived from the 
dressed ore and cement copper would be shipped back 
from Japan; sulphur produced as a by-product of re- 
fining would be sold in Japan to pay for the cost of 
smelting and refining. 

Source: Chinese News Service, Press Release, New York, 

N.Y., January 19, 1954. 


Japan’s 1954 Budget Outlook 

On December 29, 1953, the Japanese Cabinet exam. 
ined a budget outlined for the General Account for the 
fiscal year 1954 (April 1954 to March 1955) amounting 
to 994.3 billion yen for both expenditure and revenue, 
or 33.0 billion yen less than the estimates for the current 
fiscal year (the budget for the fiscal year 1953, which 
originally was 965.5 billion yen for both expenditure and 
revenue, was later increased by two supplementary budg- 
ets to 1,027.3 billion yen). 

The 1954 budget outline is designed to balance Japan’s 
international accounts and to reduce Japan’s price level 
during the next fiscal year by 10 per cent. The Finance 
Minister has stressed the urgent need of eliminating from 
the budget all factors liable to cause inflation, and has 
asked for the cooperation of his Cabinet colleagues in 
realizing this goal. 

Of the total expenditure of 994.3 billion yen, 163 bil- 
lion yen is to be appropriated for defense and interna- 
tional payments, such as reparations, compensation for 
allied properties taken or damaged by Japan during the 
war, and the National Safety Board. This is 36.3 billion 
yen more than was appropriated for these purposes in 
1953. The appropriations for flood prevention measures, 
relief to the families of deceased soldiers, pensions for 
military and public service personnel, educational ex- 
penses, and ocean-going shipbuilding are also to be in- 
creased in 1954. Appropriations for public works, food 
production, government investments and loans to indus- 
tries, social relief work for destitute families, and price 
adjustment expenses for imported foodstuffs will be sub- 
stantially reduced. 

Revenue estimates for 1954 include 795.7 billion yen 
from tax and stamp duties—39 billion yen more than in 


1953—and 158.3 billion yen from government-monopoly 

enterprises and sundry receipts, which is some 66.6 bil- 

lion yen less than in the current fiscal year. 

Sources: Asahi Shimbun, December 30, 1953, and Nihon 
Keizai Shimbun, December 30, 1953, Tokyo, 
Japan. 


Japan's Import of Malayan Iron Ore 

A shipment of 7,000 tons of iron ore, produced by the 
Malaya Mining Company near Ipoh, was made to Japan 
during the week ending December 19. This was the first 
portion of a 10,000 ton consignment destined for Japan 
by the company, which pioneered iron mining in Perak 
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and is also prospecting in other areas. Iron was mined 

during the Japanese occupation, but not on any large 

scale. The authorities believe that production of iron 

ore in Perak might be raised to between 300,000 and 

500,000 tons. 

Source: Far East Trader, New York, 
ary 6, 1954. 


United States 


U.S. Budget for Fiscal 1955 

The U.S. Federal budget for the year ending June 30, 
1955, presented to Congress by the President, reflects 
continued progress toward the goals of a balanced 
budget and tax reductions. Receipts are estimated at 
$62.7 billion and expenditures at $65.6 billion, with a 
resulting budgetary deficit of $2.9 billion, compared with 
‘an estimated deficit of $3.3 billion for the current fiscal 
year and an actual deficit of $9.4 billion in fiscal 1953. 
Total cash transactions of the Government with the pub- 
lic for fiscal 1955 would show a small cash surplus. 

Receipts for 1955 are estimated at $5 billion (more 
than 7 per cent) below the estimate for the current year. 
This estimate is based upon a continued high level of 
business activity and present tax rates, except for certain 
recommended revisions that would cost about $1.2 billion. 
The proposed revisions would reduce the more glaring 
inequities in the present system of taxation, thereby help- 
ing to relieve individual tax burdens and to reduce the 
more serious restraints on production and business in- 
vestment. For individuals, the revisions include more 
liberal exemptions and larger deductions for child care 
and medical expenses. For business, they permit larger 
depreciation charges in the early years of property life 
in order to encourage earlier replacement of equipment. 
Tax rates on business income from foreign subsidiaries 
would be reduced, and the present definition of foreign 
taxes that may be credited against the U.S. income tax 
would be broadened. A proposal to reduce the incidence 
of double taxation on business dividends over a three- 
year period is intended to benefit both individuals and 
businesses. The budgetary situation will not permit fur- 
ther tax reductions at present; the President requests that 
scheduled reductions in the general corporate income 
tax be deferred for one year and that any adjustment in 
excise taxes, which are also scheduled to be reduced on 
April 1, should not reduce their present total yield. 

Estimated budget expenditures for 1955 are $65.6 bil- 
lion, compared with current estimates for 1954 of $70.9 
billion and with the January 1953 estimates of the pre- 
vious administration for 1954 of $77.9 billion. Sharp 
cuts have been made by using necessity rather than mere 
desirability as the test for expenditures; but the President 
believes the recommendations would still provide ade- 
quately for national defense, international responsibili- 
ties, and for continued improvement in domestic respon- 


N.Y., Janu- 


sibilities and programs. About $4.4 billion of the reduc- 
tion affects expenditures for national security and foreign 
aid, which together account for 70 per cent of the total. 
Budget expenditures for certain other activities such as 
interest on the debt, grants to States, veterans’ pensions, 
and farm price supports are largely determined before- 
hand by law, and their total is expected to be about the 
same in 1955 as in 1954. Expenditures for all other 
domestic activities, which are more controllable through 
the budget process, would be reduced by about 15 per 
cent. 

Within the national security category, increased ex- 
penditures for the Air Force would be more than offset 
by reductions in spending for the Army and Navy. The 
decline in stockpiling expenditures to $585 million, 36 
per cent less than the peak in fiscal 1953, is an indication 
of ,considerable progress toward the fulfillment of stock- 
piling goals. Military-aid expenditures abroad would 
continue at the record 1954 level of $4.2 billion, while 
economic and technical aid would total $1,250 million, 
$529 million less than the estimate for 1954. The 1955 
budget reflects proportionately greater emphasis on eco- 
nomic and technical aid programs in Asia, Africa, and 
Latin America, and contemplates new aid to very few 
European countries. Atomic energy development, at 
$2,425 million, would be $225 million above current year 
expenditures for this purpose, the increase reflecting new 
efforts to advance peace-time uses. 

The budget marks the beginning of a movement in 
the interest of efficiency to shift some Federal activities 
to state and local governments and to private enterprise. 
Examples are the lending activities of the Reconstruction 
Finance Corporation and certain aspects of the agricul- 
tural and health, education, and welfare programs. 
Source: The President’s Budget Message for 1955 and 

Selected Budget Statements, Washington, D. C., 
January 21, 1954. 


Latin America 
Bond Issue in Cuba 


In order to provide employment, increase foreign 
trade, and refund several outstanding public debts, a 


new bond issue amounting to 145 million pesos 
(1 peso = US$1) has been approved by the Cuban Gov- 
ernment on the recommendation of the Advisory Council. 
Fifty million pesos will be devoted to the construction 
of public works and five million pesos will be used to 
establish a Cuban foreign trade bank. This project also 
includes an institute for technological research and the 
establishment of a fund to guarantee minimum prices for 
agricultural products. 

Source: The Journal of Commerce, New York, N.Y., 

January 20, 1954. 


Repayment of Export-Import Bank Loan to Venezuela 
The Venezuelan Cement Corporation has repaid the 
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$4 million loan granted by the Export-Import Bank of 
Washington in 1951 five years before it was due. (See 
also this News Survey, Vol. IV, p. 155.) With the 
machinery, whose purchase in the United States was 
financed by the loan, the Corporation has been able to 
increase production fivefold. By September 1953 its 
total production was 475,000 tons. 

Venezuela, Janu- 


Source: El Universal, Caracas, 


ary 15, 1954. 


Advance Import Duty Deposits in Ecuador 

The Monetary Board of the Ecuadoran Central Bank 
has adopted resolution No. 129, which provides for ad- 
vance deposits with the Central Bank of specified per- 
centages of customs duties on certain groups of imports, 
as a prerequisite for the issuance of import permits (see 
this News Survey, Vol. VI, p. 227). The new advance 
deposit requirements became effective on January 1, 
1954. 

An advance deposit of 50 per cent of the amount of 
customs duties is required on import goods formerly 
classified as group B and now included in the new List 
No. 1 of imports. The deposit for import goods in List 
No. 2 (former group C imports) is 70 per cent of the 
amount of customs duties. 

Source: El Comercio, Quito, Ecuador, January 6, 1954. 


Brazil’s Import and Foreign Exchange Regulations 
The President of Brazil has agreed to make the special 
rulings on imports and contracts involving foreign ex- 
change commitments, which have been applicable to 
federal, state, and municipal governments and to official 
agencies and quasi-public institutions, also applicable to 
public utility companies. Public utility companies will 
not bid at the foreign exchange auction markets, but will 
be subject to an exchange rate corresponding to the pre- 
mia on export bills, which at the present time represent 
a bonus of Cr$7 per U.S. dollar, or the equivalent in 
other currenties. The public utility companies will not 
be permitted to import fifth category merchandise if 
similar products are manufactured domestically, except 
upon the express authorization of the President of the 
Republic. 
Source: Brazilian Embassy, Boletim Radiotelegrafico do 
Ministério das Relacées Exteriores, Washington, 


D.C., January 18, 1954. 


Argentine Exchange Rates for Exports to Paraguay 

The Argentine Central Bank has announced that, by 
virtue of reciprocal concessions under the Argentine- 
Paraguayan treaty of economic union concluded on 
August 14, 1953, a number of export products are to re- 
ceive preferential exchange treatment when exported to 
Paraguay. 

The controlled free market rate of 13.95 pesos per U.S. 
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dollar is to apply to exports of edible oils, rolled oats, 
flour, legumes, yeast, glassware, sanitary ware, cooking 
utensils, soap and toilet articles, bottles, notebooks (Cir. 
cular No. 1857) and to tanned leather and skins, tiles, 
linen and cotton textiles and garments, fountain pens, 
electrical appliances, bicycles, and other small wares 
and manufactures (Circular No. 1869). These items 
when exported to any other country will still be subject 
to less favorable rates of exchange, either the official 
market rates of 5 or 7.50 pesos per dollar or effective 
mixed rates, which are less depreciated than the con- 
trolled free market rate. 


The preferential official market rate of 7.50 pesos per 
U.S. dollar is to apply to agricultural tools and imple- 
ments, lead bars and wire, paraffin, sulphuric and hydro- 
chloric acids, turpentine, floor and table lamps, meat 
grinders, photographic cameras, and stoves (other than 
(Circular No. 1869). Exports of these items 
to other countries will still be subject to the basic 5 peso 
rate. 


electric ) 


The effective mixed rate of 6.25 pesos per U.S. dollar 
(50 per cent at the basic 5 peso rate and 50 per cent at 
the preferential 7.50 peso rate), which had heretofore ap- 
plied only to wool exports payable in U.S. currency, is 
also to apply to exports of wool to Paraguay (Circular 
No. 1857). 
Paraguay are settled through a dollar clearing account 


Trade payments between Argentina and 


provided for under the bilateral agreement of September 
25. 1953. 


Source: El Economista, Buenos Aires. Argentina, De- 


cember 19, 1953. 


Fund Alternate Executive Director 


Mr. André de Lattre, Inspector of Finance, has been 
appointed by Mr. de Largentaye as Alternate Executive 
Director of the Fund for France. The appointment will 
hecome effective on February 17, 1954. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the 
end of each note. Explanatory material may be 
added, but no Fund editorial comment or opinion. 
Therefore any views expressed are taken from the 
sources quoted and are not necessarily those of the 
Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 

The Secretary 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 
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